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CONDITIONS FOR PROGRESS 


BY PER JACOBSSON 


It is undoubtedly proper in an age in which 
totalitarian and other régimes have abused such 
notions as those of “race” and “breeding by the 
fittest” to sound a warning against the dangers 
attendant upon the indiscriminate application of 
biological principles to human activities and 
aspirations. Those with religious beliefs will insist 
that the existence of the soul places humanity in 
a category of its own, while those of a more 
secular turn of mind will probably draw attention 
to the great complexity of human affairs, which 
makes the principles governing animal life not 
directly applicable. But when all this has been 
admitted, there still remains the question whether 
there are not certain features common to all 
manifestations of life — including possibly even 
those of plant life. It might reasonably be main- 
tained that the similes in the New Testament point 
to certain elements and verities which in important 
respects are common to all forms of life. It may, 
indeed, be of interest at the present time to ex- 
amine whether certain theories relating to the 
process of evolution which have been put forward 
during the last hundred years are not perhaps so 
general in their application that they may even 
help us in the study of economic matters. 

There would appear to be three important bio- 
logical concepts of which account must be taken 
in this connection: 

It will soon be one hundred years since Darwin 
published his “Origin of Species” in 1859 show- 
ing, in particular, the importance of “natural se- 
lection’, operating through a struggle for existence 
leading to the survival of the fittest. Few books 
have affected the minds of men so quickly or 
been so much in accord with the spirit of the 
age. In the economic sphere Darwin’s principles 
of evolution seemed to provide striking confir- 
mation of the fundamental tenets of the liberal 
system, with its market economy based on free 
competition. This was the period when the guild 
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system was being discarded within the various 
countries and when, on the international plane, the 
policy of free trade — the free exchange of goods 
and services between all countries — was gaining 
ground. Among professional biologists there were, 
of course, many divergent opinions, but none of 
these attracted the attention of the general public 
as representing a really new idea until Prince 
Kropotkin, the famous Russian aristocratic Com- 
munist, published a series of articles in 1902, in 
the “Edinburgh Review”, under the title “Mutual 
Aid, a Factor of Evolution’. In these articles he 
showed the importance of the help and support 
given to each other by, for instance, the trees in 
a forest (mutual protection against high wind) 
and similarly by the animals in a herd or the bees 
in a hive or the members of a family, including, 
of course, the care given by the parents to the 
child. Kropotkin was an eminent scientist, and 
the fact that he was a Communist did not at the 
time affect the hearing which he received. In 
fact, his articles — later published in book form 
— came as a new message of hope, because of 
the emphasis laid on co-operation and aid as an 
indispensable factor in the process of evolution. 
While the keywords “natural selection” and 
“mutual aid’? stand for ideas easily grasped by 
the ordinary educated person, the third line of 
advance in the biological field was of a more 
specialised nature — but the lesson which it has 
to teach humanity is none the less important for 
that. It is self-evident that natural selection will 
only be able to play its rdle if those who take part 
in the struggle for life are not all alike. Variations 
— or, as they were called, “mutations” — must 
occur, and it was the Dutch scientist, de Vries, 
who brought this side of the problem to the fore; 
and then the re-discovery of the important work 
already done by Mendel concerning the laws of 
heredity gave a new direction to biological re- 
search. How the variations come about is still 
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largely a riddle; but it is clearly essential for the 
evolution of the species that new forms should 
be able to emerge and not be stifled by their 
environment without having a chance to show 
what they are worth. For this to happen there 
must be a willingness to allow change and thus 
an acceptance of the existence of dissimilar modes 
of life; in fact, room for diversity." 

If we examine more closely these three factors 
active in the process of evolution — the struggle 
‘for life, mutual aid and the need for variety -— 
we shall soon discover that there are many cases 
in which one of them is in conflict with the 
others. Let us take an example from fairly recent 
history. The guild system was once necessary as 
a means of co-operation designed to provide those 
engaged in the various crafts with a sufficient 
degree of security in an insecure world. But, as 
conditions became more settled, more attention 
was paid to the disadvantages of the guilds re- 
sulting from the fact that they tended to exclude 
competition and to discourage the diversity re- 
quired for progress. When, therefore, security 
could be attained in other ways, the guild system 
had to go. Clashes are thus inevitable, but that 
does not mean that no solution can be found. On 
the contrary, one is impelled to revert to the ideas 
of the ancient Greek philosopher, Heraclitus, who 
lived round about 500 B. C. and whose most 
cherished doctrine was that in this world there 
had to be a mingling of opposites. He believed in 
strife, for in strife opposites combine to produce 
a motion which is harmony. According to him 
there is a unity in this world, but a unity re- 
sulting from diversity. As Bertrand Russell 
‘pointed out in his ‘History of Western Philos- 
ophy”, the doctrines of Heraclitus contains the 
germ of Hegel’s philosophy, which proceeds by a 
synthesising of opposites. One might add, how- 
ever, that Hegel made things easy for himself 
by only considering the idea of the opposition 
between a “thesis” and an “antithesis” leading 


‘It should not be inferred from what has been said in 
the text that Darwin was unaware of the importance of varia- 
tions or had altogether failed to note the influence of mutu- 
al aid. Indeed, he had insisted that > without variation natural 
selection can do nothing». But we are concerned in the pre- 
Sent article not only with the nature of the three biological 
concepts mentioned but also, more particularly, with the chrono- 
logical sequence of their impact on contemporary thought. 
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to a “synthesis”; for in the complexity of the 
real world there may be a clash between more 
than two factors — there were three different 
factors, for instance, in the example mentioned 


above.” 

When in the course of the nineteenth century 
the guild system and the other forms of tradi- 
tional organisations which had come to be regard- 
ed as obstacles to economic progress were swept 
away, the world entered upon a period in which 
— from both the spiritual and economic point of 
view — there was mote freedom of movement, 
more room for diversity; indeed, there was at 
that time more scope for the interchange of goods 
and services and the commerce of ideas than had 
ever before been experienced. This was the fifty- 
year period before 1914 — in many ways one of 
the most fruitful epochs in the complex history 
of man. Looked at in retrospect, this pre-war era 
appears to have been characterised by a general 
feeling of optimism regarding the prospects for 
a happier future for mankind which, it was 
thought, would in a generation or two be well 
within reach. In many respects this must be re- 
garded as being a true picture of the period in 
question ; but it is not true in every respect. It is 
a curious fact that among the more philosophical 
writers a strong note of pessimism crept in; it 
was, for instance, during this period that the 
German philosopher Oswald Spengler wrote his 
much-discussed book ““The Decline of the West” 
(“Der Untergang des Abendlandes’’). As far as 
population movements were concerned, it was a 
time during which the birth rate fell rapidly, 
notwithstanding the outlets offered in overseas 
countries. The individual often felt abandoned — 
thrown back too much on his own resources. The 
old methods of mutual aid (inside the guild organ- 
isations, etc.) had been done away with, and there 


* It might perhaps be thought that a state of free com- 
petition will always provide room for diversity and that there 
is, therefore, a clash between only wo factors, and not three 
as stated in the text. But biologists seem to agree that in very 
large »populations> the chances of the emergence of new and 
useful forms are less good than in smaller groups. In fact, 
when there are no »barriers» the result often seems to be a 
relative uniformity of types. It is even possible to build up, 
on the basis of biological ideas concerning the conditions suit- 
able for diversity, an argument in favour of the preservation 
of small countries and thus against any far-reaching econo- 
mic integration. 
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was, indeed, a crying need for new forms of social 

security. 

The new methods were first embodied in the 
“social insurance” system, which was originally 
introduced in Bismarck’s Germany and which sub- 
sequently gained ground elsewhere. In Great 
Britain an impressive advance was made during 
the long period of office of the Liberal Govern- 
ment — in which Lloyd George was the driving 
force — from 1906 onwards, this being one of the 
most able and far-sighted governments that any 
country has ever had. 

The first world war gave a special impetus to 
developments in the field of social welfare — 
- and in the inter-war period this question assumed 
particular importance in the United States when, 
under the impact of the great depression, Presi- 
dent Roosevelt’s New Deal brought problems of 
social security to the forefront of the nation’s 
political stage. During and after the second world 
war there were again powerful forces at work in 
the same direction, with the result that a new form 
of social organisation, the so-called ‘‘welfare 
state”, came into being, the emphasis once again 
being strongly laid on the mutual-aid element in 
human relations. 

There are not many who would deny that the 
improvements in social conditions which have thus 
been achieved have brought certain distinct ad- 
vantages: 

(i) For the broad masses of the people there has 
undoubtedly been an increase in security, 
with less suffering as a result of want or 
illness and thus, in general, an increase in 
social well-being. 

(ii) Social conflicts have become less acute and 
there is probably less class antagonism, In 
the past, strikes and lockouts were often ac- 

’ companied, especially before 1914, by vio- 
lence and other signs of real hatred, while 
in recent years the days lost owing to labour 
disputes have been relatively few and hardly 
any conflicts have led to physical violence. It 
might perhaps be as well to reriember that 
it was in the years before the first world war 
that revolutionary Communism was nurtured 
and gained ground, whereas nowadays, when 
the Communists themselves are having to 


govern in not a few countries, they have been 
forced to recognise the realities of life and 
have found that the ideas of equal incomes 
for everybody, the abolition of money, ete. 
are clearly impracticable when it comes to 
managing economies composed of living 
human beings. 

(iii) A third interesting change is the fact that 
the birth rate has been rising in most 
countries since 1936—38, i. ec. since the years 
just before the outbrek of the second world 
war. This rise has been an international 
movement affecting such diverse countries 
as France, Greece, Great Britain, Belgium, 
Sweden, Finland and Switzerland, as well 
as the United States. It seems fair to regard 
this widespread increase in the birth rate as 
being to some extent a sign of a rebirth of 
confidence resulting froma feeling of greater 
social security, the positive effects of this 
feeling having been stronger than the fears 
engendered by war and the menace of 
weapons which have become more deadly 
than ever. 

But even if these advantages are admitted, it 
must at the same time be emphasised that there 
would have been no chance of improving social 
welfare had it not been for the increase in the 
volume of production which has been a feature 
of the post-war period. Before income can be 
distributed, it must be earned — and enough must 
be earned both to satisfy consumer requirements 
and to provide the surplus needed for the finan- 
cing of new investment. 

There must be further increases in production 
if the standard of living is to continue to rise — 
and there is therefore every reason to consider 
how the welfare state will affect the productive 
capacity of the nations concerned. 

The hope has often been expressed that workers 
who are well cared for and who are not unduly 
worried by a sense of insecurity will become in- 
creasingly efficient and ready to accept changes 
in methods of production, etc., knowing well that 
this is the only way in which they can maintain a 
high standard of living. Unfortunately this hope 
has not always been realised. In this connection 
the trade unions have a great responsibility to see 
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to it that the workers do not oppose measures of 
rationalisation but, on the contrary, help actively 
in the introduction of new technical methods ; for 
it is only in this way that their lot can really be 
improved. 

There are at least two specific dangers which 
must be guarded against in connection with the 
welfare state: 

(i) One very real danger is that the welfare state 
may be interpreted as meaning “all-round 
protection”. If, for the sake of maintaining a 
high level of employment, it came to be 
regarded as inadmissible that any enterprise 
should be allowed to fail, this attitude would 
lead to the establishment of a system of 
“feather-bedding” under which lines of pro- 
duction and individual enterprises already in 
existence would be maintained even though 
their inability to pay their way would impose 
a burden on the rest of the economy. The 
cost of such a system would not be measur- 
able solely by the actual direct and indirect 
subsidies which it would necessitate, for ac- 
count would also have to be taken of its 
dislocating effect on the whole cost and price 
structure, which has such an essential part to 
play in maintaining economic equilibrium. 
The putting-out-of-action of the price system 
often leads to an accumulation of stocks and 
to other developments resulting in a complete 
distortion of the price structure, so that 
measures which may have appeared perfectly 
harmless at the time when they were in- 
troduced may well in the end produce dis- 
astrous results. 

(11) Another danger is that the resulting fiscal 
and social charges will prove to be too heavy. 
In some countries the social charges falling 
on the employers already represent an ad- 
dition of 20 to 30 per cent. to the actual 
money wage. An addition of this size consti- 
tutes an important element in industry’s costs 
of production. Moreover, the high rate of 
government expenditure can easily absorb 
too much of a country’s productive power, 
and the resultant heavy taxation leaves too 
little in the hands of the public for the 
necessary flow of current savings to be 


maintained. These dangers may not have 
been so evident in the years immediately 
after the war, when there were obviously 
tasks of reconstruction to be carried out and 
resources could still be mobilised by methods 
of inflationary financing — but such methods 
will soon be found to defeat their own ends 
once more normal conditions have been re- 
established. The welfare state must not be- 
come a cause of economic stagnation. It 
would be well to heed some important lessons 
of the past: historians seem to be more and 
more agreed, in considering one of the 
greatest débacles of all time, that it was the 
growth of bureaucracy and taxation which, 
more than anything else, sapped the strength 
of the Roman Empire, stuitifying local 
efforts and stifling private initiative and 
enterprise. This has recently been pointed 
out in an interesting autobiography of Violet 
Markham (published by the Oxford Uni- 
versity Press, 1953) in which the author, 
from her own experience, makes a number 
of shrewd and often critical observations on 
the working of the welfare state. 

While one cannot as yet tell what course present- 
day developments will take, there seems to be an 
increased awareness of the dangers inherent in 
systems entailing detailed administrative control 
and excessive taxation. This does not mean that 
the policies so far followed will be completely 
reversed, but some way must be found of making 
the welfare state compatible with the functioning 
of the price system of a free economy and with 
sound financial practice. Controls are now being 
relaxed again. Rationing was originally a reflex 
of exceptional wartime shortages, and as soon as 
supplies become available again on a peacetime 
scale there is no longer any point in continuing 
it. Since exchange control is nothing but the 
rationing of foreign currencies considered to be 
in short supply, a return to peacetime conditions 
should make rationing superfluous in this field 
too — which means the establishment of currency 
convertibility. There are few measures which 
could be more effective than convertibility in re- 
storing a spirit of free competition, enforcing the 
application of proper financial principles and thus 
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providing the basis for a smoothly-working inter- 
national monetary system. 

It would not be difficult to give examples of 
changes which, while relieving the burden falling 
on the at present overloaded economies, would at 
the same time leave unimpaired the essential 
features of social security. May it perhaps just 
be mentioned in this connection that the granting 
of subsidies in order to keep down prices appears 
to be a particularly uneconomic way of increasing 
social welfare, since the benefits accrue not only 
to those who need them but also to a great number 
of people’who do not need them. Subsidies keep 
taxation high without conferring commensurate 
benefits. Controls have an unpleasant way of 
impeding progress. As far as quotas are con- 
cerned, it is generally found that, in practice, the 
necessary permits are almost invariably granted to 
existing firms on the basis of their purchases of 
a particular commodity or their overall turnover 
in a certain year or during some other specific 
period of time in the past. It is difficult to imagine 
a system better calculated to produce a rigid 
economy, for it makes it almost impossible for 
new firms to get a good start and fresh ventures 
to be successfully undertaken. On the continent 
of Europe controls are fortunately associated with 
the working of totalitarian systems and are there- 
fore looked upon as something rather obnoxious, 
which has made it easier to get rid of them. But 
in Sweden, for instance, the wartime controls were 
on the whole fairly administered and a generation 
has grown up which has known little else; there 
have even been some people who have almost taken 
the view that controls are necessary in order to 
prevent chaos. One of the important consequences 
of the great economic progress achieved in 
western Germany and in some other countries, 
all of which have made use of measures of mone- 
tary policy and other means of action which, in- 
stead of applying only to specific branches of 
activity or commodities, are general in their effect, 
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is precisely the fact that it provides a further 
illustration of the advantages resulting from the 
functioning of a free price system and from 
sound financial practice. 

With these examples still fresh in people’s 
minds, it may well be argued that the essential 
features of the welfare state can best be realised 
in an economy which does not allow itself to 
become enmeshed in an entangling host of control 
measures. Systems which lead to a stultifying uni- 
formity or exclude the energizing influence of 
healthy competition are likely to lag behind in 
both spiritual and material progress. One is 
tempted to quote once again the well-known words 
used by Benjamin Constant in his pamphlet of 
1813 against the Napoleonic régime: “L’unifor- 
mité, c’est la mort; la variété, c’est la vie.” 

With regard to the question of what combina- 
tion of competition, mutual aid and opportunity 
for variation will eventually be found to be most 
desirable, it can confidently be predicted that the 
nations will not wish to return to the laissez-faire 
systems of the days before 1914. A belief in the 
advantages of a free market economy does not 
necessarily mean a conviction that all will be well 
if things are simply left to look after themselves. 
Not only can money not be expected to manage 
itself, but state intervention will also have a role 
to play in keeping economies free from monopo- 
lies, etc. But care should be taken not to disturb 
the proper working of the price system and not 
to try to shape everything in the same mould. In 
the day-to-day conduct of affairs it will naturally 
not always be easy to find the right solutions — 
but since such great stress is laid nowadays on 
the need for mutual aid it seems truly necessary 
to redress the balance somewhat by insisting that 
competition should be allowed to play its part and 
that room should be left for variation; for com- 
petition and variety are also important factors in 
the process of evolution. 
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ECONOMIC PLANNING AND CHEAP 
MONEY POLICY 150 YEARS AGO 


BY PROFESSOR ARTHUR MONTGOMERY 


At the beginning of the nineteenth century the 
official economic policy in Sweden had every 
right to be described as a “‘planned economy”, 
although, at that time, the language had not yet 
been enriched with this sonorous expression. The 
policy was a planned economy in the sense that it 
took for granted that the Government and the 
Riksdag were better situated than anyone else to 
decide the aims at which production and the whole 
economic activity of the country should be di- 
rected. The system also meant that the State used 
various kinds of controls in an attempt to ensure 
that the official targets, as we should call them 
today, were in fact achieved. To leave matters to 
the free play of the pricing system was an idea 
which won no acceptance whatever. 

It cannot be said that the planned economy 
erected in this way was an integrated system. 
Then, as with the more or less ambitious schemes 
of the present day, it was the total result of a tug 
of war between different interests. Such a tug 
of war can sometimes lead to results which are 
unexpected and, indeed, contrary to the require- 
ments of a complete and consistent whole. But 
one must admit that it was easier to draw up a 
planned economy at the beginning of the nine- 
teenth century than it is now. It was another 
matter whether the authorities were able to trans- 
late the official plans into reality. 


Planning in the service of stagnation 


It was easier to frame a planned economy 150 
years ago, if only because the objectives set were 
more modest than they have since become. The 
system which the authorities tried to put into 
effect was largely of a “‘static’’ character. It was, 
if you like, a form of planning for economic 
stagnation. Present-day planning, on the other 
hand, is based on the presumption of technical 


and commercial expansion. This creates extremely 
complicated problems for those who have to con- 
struct modern “national budgets” and “long-term 
programmes”. The difference in the objectives 
then and now is partly a consequence of different 
historical experiences. We look upon expansion 
as a normal phenomenon. But this was by no 
means equally true 150 years ago. 

In Sweden, as in most other countries, the first 
decades of the nineteenth century were a period 
when we stood at the threshold of the era of 
technical and commercial revolutions, which were 
to give our economy a more progressive character. 
But when one looked back — and this, of course, 
is what planners must always do if they are to 
have any real basis for their calculations — one 
saw a picture of a static economy, where the 
changes from year to year were so small that they 
did not attract attention, so long as one disre- 
garded the change in population. The new forces 
which began to make their appearance were still 
relatively weak. Nor was there, any more than 
there is now, any other way to decide which inno- 
vations were economically justifiable than to let 
competition have full play. But free competition 
was exactly what the planners above all were 
trying to limit and diminish. 

In this way, Swedish planning came to have a 
conserving influence. It sought to some extent to 
give permanence to a static economy. This feature 
was further emphasized by certain monopolistic 
tendencies. At the beginning of the nineteenth 
century, the Swedish community was, at least 
officially, based on the four estates — the nobles, 
the clergy, the burghers and the farmers. It was 


a community based on privilege, and each estate 


jealously watched over its special rights and tried 
to prevent encroachments upon them from out- 
side. There may perhaps be some reason to think 
that the organizational society of today possesses 


————— 
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a number of features in common with the system 
in force a century ago. 

In our leading export industries — iron and 
timber — the static tendencies were reinforced 
by a quite special circumstance, the fear of a 
serious shortage of timber. It was generally held 
that there must be strict economy in the use of 
our timber resources if we were to safeguard our 
exports, especially those of iron, with its massive 
requirements of charcoal. This idea now seems to 
us quite absurd. The industries which are now 
the greatest consumers of timber were still little 
developed at the time, if they existed at all. 
During the first half of the eighteen-thirties, the 
exports of sawn timber were still less than 1/o; of 
the volume obtained in 1896 to 1900, and the pulp 
industry, of course, had not yet come on to the 
scene. The iron industry was of more importance 
as a consumer of timber. But even this branch 
of production was of very modest size compared 
with what it was to become later, although its 
comsumption of timber was relatively large. 

When judging the measures taken in the first 
half of last century, one should not, however, 
forget that a large part of our timber resources 
was still, at that time, telatively inaccessible owing 
to transport difficulties. What people feared was 
not the complete using up of the available re- 
sources but an increased scarcity, which would 
cause the price of charcoal to soar. Thus the object 
of the policy pursued was largely that of con- 
trolling prices. The aim was to keep down the 
price of the raw material, mainly for the iron 
industry but also for the saw-milling industry. 

In other cases, for instance in handicrafts and 
the guild system, it is, of course, obvious that the 
controls had a more direct connection with the 
system of estates and the monopoly which was 
more or less inseparable from that system. There 
was also, however, a real background in the actual 
circumstances. The guild system was, of course, 
essentially connected with the towns, and especially 
with Stockholm. But at the beginning of the last 
century Stockholm was in a state of stagnation. 
The population had remained more or less sta- 
tionary for several decades, and it was not until 
the eighteen-forties that the city again began to 
expand to any noticeable extent. In other towns, 


the situation was better, but broadly speaking, the 
populations of the towns increased only at the 
same rate as the total population. There was no 
counterpart to the rapid development of population 
centres in our own times. Incidentally, this fact 
explains why building played so modest a role in 
the Swedish economy during this period. 


Technical expansion of planning 


It was against the background we have just 
described that a comprehensive system of controls 
was built up. This system affected both external 
and internal trade. The fact that foreign trade was 
subjected to close restrictions might to some ex- 
tent be described as a consequence of the interior 
control. While the authorities restricted compe- 
tition within the country they could not allow any 
considerable scope to competition from abroad. In 
consequence, heavy restrictions were placed on 
both imports and exports, but especially on im- 
ports. In the Customs tariff of 1816, there were 
over 300 import prohibitions, covering among 
other things various iron goods and most of the 
more important industrial and handicraft pro- 
ducts. Side by side with this, there were also a 
number of important export embargoes on, for 
example, ore and pig-iron. This was done in order 
to make it harder for foreign countries to compete 
with the leading Swedish export commodity, bar- 
iron. If those countries had access to the pig-iron 
which Sweden produced with the aid of charcoal, 
there might be a danger that a production of 
wrought iron would be built up which would 
threaten Swedish interests. In other words, the 
authorities not only sought to create a monopolistic 
control of production within Sweden but also, as 
far as possible, to achieve a monopoly position in 
relation to other countries. 

With regard to the forms taken by the internal 
controls I shall dwell only on a few important 
points. In the case of the iron industry, the 
system was very complicated. Various measures, 
some of which have already been mentioned, were 
used in an attempt to cheapen the production of 
iron. No iron works could be set up without 
Government authorization and production was 
subjected to strict quantitative control. 
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In the case of the saw-milling industry, too, 
the right to set up new undertakings was, in 
principle, limited. Before the authorities gave 
their permission, they had to be satisfied that the 
supply of timber was sufficient and that the new 
enterprise would not prejudice the interests of 
the iron industry. Here, too, there was close 
quantitative control of production. 

With regard to the keeping down of costs, the 
question of wages received attention from the 
very beginning. The mercantilists had, of course, 
to a large extent supported “‘the economy of low 
wages”. In view of the importance of ensuring a 
favourable balance of trade, it was held necessary 
to keep wages down. In this way the will to work 
would also be best safe-guarded. It was thought 
that high wages would lead to slackness and 
unwillingness to work. 

It was a natural consequence of this that there 
were also endeavours to control wages by legis- 
lation. But in practice these measures had lost 
their importance during the long period of in- 
flation during the eighteenth century. Under the 
influence of this, the authorities had changed 
their tactics, and tried to achieve the objective in 
a more indirect way by stimulating the growth of 
population. This, too, was a cherished idea for 
the mercantilists, although it was obvious enough 
that an unchecked increase of the population 
could hardly be combined with the official plan- 
ning. 

Side by side with these measures there were 
other means of securing a cheap supply of labour. 
Even at that time there was enthusiasm for “‘full 
employment”, although the term itself had not yet 
been invented. It was thought essential to employ 
the means of production to the full, and un- 
employment was therefore looked upon with 
extreme disapproval. In order to promote full 
employment there was legislation to make work 
compulsory, provisions for “‘laga férsvar’’, which 
meant that all workers except those employed in 
a few privileged occupations were compelled to 
serve by the year as agricultural labourers or 
menial servants on the patriarchal conditions laid 
down in the law on masters and servants. This 
legislation also had aims connected with internal 
security and poor law policy. Strikes were just as 
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incompatible with the controlled economy of that 
time as they are with the most developed planned 
system of our own days — that in the USSR — 
and they were expressly forbidden in the special 
regulations which applied to the manufactories. 


Interest policy 


The restrictions mentioned above had the object 
of keeping the costs of production down. On the 
other hand there was no general price control. 
This was no doubt partly due to the lack of data. 
There was no price index in our sense, although 
the official average market price-lists offered a 
substitute which in our own time has been used 
for constructing index figures. After Sweden 
returned to the silver standard in 1834, however, 
prices in Sweden were dependent in a high degree 
on international conditions and they became even 
more so as foreign trade became freed. In such 
circumstances the price policy was subordinated 
to the ‘necessity of maintaining the parity of 
Sweden’s currency in relation to silver. In the 
long run this was bound to create very serious 
problems for the planners. As our relations with 
foreign countries became more intimate, our 
ability to regulate our productive system on home- 
made principles was greatly reduced. The relations 
with foreign countries also had repercussions at 
another and very important point. We could not 
keep our interest level independent of other 
countries if we were to avoid capital movements 
which might derange the balance of payments. 

It was long, however, before this state of 
affairs received recognition. As a matter of fact 
the control of interest policy played a great part 
in the planning programme and the restrictions 
in this field were among those which lingered on 
longest. According to official statements the 
present policy of the authorities in Sweden is to 
achieve ‘‘a certain mobility of the rate of interest 
within the framework of the cheap money policy”. 
It seems probable that the planners at the begin- 
ning of the last century would have had no 
Serious criticism to level against this programme, 
although they would perhaps have made the re- 
servation that the mobility of interest rates should 
not be too great. There would, however, have been 
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very little difference of opinion even on that point 
between the planners of today and those of former 
times. 

There is no reason here to go into all the 
ideas which helped to form the interest policy 
pursued during the first half of the roth century. 
The policy was based on time-honoured historical 
traditions and on arguments of the most varied 
kinds. Probably the planners of the early roth 
century would have laid special weight on the 
importance of low interest as a factor contributing 
to reducing costs in industry and perhaps even 
more in agriculture. 

In actual fact, however, the legislation providing 
for an interest ceiling was largely without effect. 
It was only by the public credit institutions that 
the principle was observed, and even here the 
application became more vacillating as time went 
by and the interest of the authorities in main- 
taining the system weakened. Obviously, when 
the legislation in force made it impossible to use 
the weapon of interest to any large extent, the 
credit institutions had to limit credit by other 
means. The Riksbank had developed a quantitative 
control of a rather unusual type. Total advances 
were subject to a maximum. Moreover, the total 
advances were divided among special funds, to 
each of which a ceiling was applied. It was only 
at a relatively late stage that the Riksbank gained 
the right to transfer money temporarily from one 
fund to another. The object of this division into 
different funds was to ensure “‘justice” as regards 
the distribution of credit among different types 
of borrowers. Moreover there was a limitation of 
the size of loans in order that as many as possible 
should participate in these favours — for such the 
loans could be called, since to a great extent they 
were available at lower interest rates than those 
prevailing on the open market. 

The principle that the parity of the currency 
must be maintained required that the granting of 
credit by the Riksbank should vary according to 
the balance of payments situation. This could not 
be achieved by measures of interest policy and 
it seems not to have been done in any other way 
on any considerable scale. It is true that there 
was talk of a “strangling system”, which meant 
that loans were called in when a crisis arose. 
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Broadly speaking, however, the advances of the 
Riksbank seem to have been rather illiquid and 
this of course made the contraction of credit diffi- 
cult. 

The commercial banks also in reality had to 
resort to quantitative restrictions. Their assets 
were of a relatively “static” kind and consisted 
to an overwhelming extent of bank-note issues 
and their own funds. Even as late as 1860 the 
deposits of the commercial banks had only reached 
the figure of about 18 mill. kronor, whereas the 
total amount of notes issued and their own funds 
rose to 56—57 mill. Moreover, of the 18 mill. 
kronor about 9—10 mill. were accounted for by 
Stockholms Enskilda Bank, which was doing 
pioneer work in deposit business. 

In his historical investigations on the develop- 
ment of Swedish banking, Professor Brisman 
has strongly emphasized the harmful influence 
of interest control on deposits at the commercial 
banks. The rate of interest was subject to a maxi- 
mum of 6 per cent., but in actual fact the banks 
to a large extent worked on an even lower level, 
about 5 per cent. The relatively low interest rates 
for advances made it difficult for the banks to 
attract any considerable increase in deposits and 
at the same time obtain a sufficient margin be- 
tween the interest rates for deposits and advances. 
The example of the Stockholms Enskilda Bank 
shows, however, that more could have been done 
than was actually achieved. But in the first place 
the interest control had already been undermined 
in 1860 in different ways, and in the second place 
the Stockholms Enskilda Bank had the advantage 
of operating in the financial centre of the country, 
where it was easier to develop deposits than it 
was in other places. 

So long as the interest policy was fixed, the 
commercial banks were also obliged to co-operate 
in the “strangling system”, at least in so far as 
they could not obtain credit abroad. There was the 
risk that to a large extent their customers would 
try to change their money into Riksbank notes in 
order to obtain silver and this made it necessary 
to apply restrictions. Even in this case, however, 
the liquidity of the advances was largely so low 
that it was difficult to carry out effective re- 
striction of credit. 
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As Brisman points out, there were thus great 
resemblances between the business of the Riks- 
bank and of the commercial banks. This was a 
natural consequence of the control of interest and 
all the inconveniences which this brought in its 
train, But there was also a “free” market opera- 
ting side by side with the credit institutions. This 
was represented first and foremost by the large 
firms of merchants which had close relations with 
important sections of Swedish industry and also 
long-established contacts with the foreign money 
and capital markets, especially Hamburg. It is 
obvious that the rates of interest applied in the 
business transactions of the merchant houses 
could not be independent of conditions abroad. 
In some cases these firms seem to have carried 
on some sort of deposit activities, which naturally 
escaped public control to a far greater extent than 
those of the banks proper. Moreover there was an 
“open” market where business was done in mort- 
gage loans and loans on personal guarantee. This 
was, in fact, a kind of substitute both for the 
banks and for the bond market. Thus, money 
seeking investment whether on a long-term or 
a short-term basis largely by-passed the banks and 
was invested through the agency of brokers and 
trading firms as well as through intermediaries 
of other kinds. On this market there was obviously 
great freedom in interest policy. The report of a 
committee issued a few decades before control was 
abandoned gives details of some of the methods 
which were employed. “Borrowers have had to 
undertake to pay back a larger sum than they have 
received, to pay so-called “‘discretions”, to pay 
back the money in a better type of currency than 
that in which it was advanced, have had to accept 
goods at an excessively high price in lieu of part 
of the money sum, and have been called upon to 
make various sacrifices in exchange for an ex- 
tension of time or the privilege of renewing 
loans...” Some of this calls to mind the more or 
less shady transactions which are said to flourish 
behind the respectable facade of the present rent 
control. 

In times of crises the interest on the open 
market might rise to a very high level — far 
above 10 per cent. On the whole the system tended 
to make the fluctuations in the rate of interest 


greater than they need have been. Even had the 
Riksbank wished, it would not have been able to 
pursue an efficient central bank policy. The Riks- 
bank and the commercial banks were in a sense 
outside the real money and capital market. In 
other words there was no organ which might have 
been able to carry out a moderating and levelling 
credit policy. A change in this state of affairs 
was hardly conceivable so long as the interest 
policy was fixed. The effect of the system was 
thus directly contrary to what had been intended. 
It was only when the Riksbank and the com- 
mercial banks themselves began to learn to go 
around the law that prospects of a better organi- 
zation of the money and capital market at least 
opened up. 


The end of planning 


Nevertheless, the control of interest lasted on 
longer than planning in general. The control of 
production was abolished in the main during the 
forties and fifties, and even before this a great 
many concessions had been wrung from the 
authorities during the last years of the system. It 
was also becoming increasingly obvious that it 
suffered from inefficiency. In his book on the 
Continental system, Heckscher has drawn attention 
to the important fact that the administrative appa- 
ratus in European countries during the first half 
of the 19th century was far from being adequate 
to meet the demands which were placed on it. To 
a greater or less extent, legislation remained at the 
paper stage. This was obviously an advantage if 
the economic policy pursued was a bad one. Nowa- 
days, however, an ill-advised economic policy 
stands a greater chance of being carried out, to 
the detriment of general welfare. 

One of the fields where official control failed 
in a particularly blatant way was that of foreign 
trade. Smuggling had developed into a branch of 
commercial activity, which played a large and, in 
many cases, beneficent part in the country’s eco- 
nomic life. It helped to make the effective tariff 
protection considerably more moderate than the 
authorities had intended, and it meant that import 
prohibitions to some extent remained paper pro- 
visions only. But as a corrective against the pro- 
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hibitionist policy, smuggling worked in a very 
uneven way, for the goods which were the prin- 
cipal objects of the smugglers’ attention were com- 
modities of relatively high value and not very 
bulky. 

The control of industry, too, was in part eluded. 
This was the case, for example, with the re- 
strictions on the saw-milling industry. It was the 
rule rather than the exception to saw more goods 
than the law permitted. Or, as a speaker in the 
House of Burghers expressed the matter in the 
Riksdag of 1834—35: “Exceeding the legal limit 
for sawing is now no longer regarded as a crime 
but as a right.” This did not mean, however, that 
people could go to any lengths in disregarding 
acts and ordinances. If the legislation had been 
allowed to remain on the statute book long enough, 
it might, for example, have been an effective ob- 
stacle to the setting up of steam saw-mills, the 
advantage of which lay, of course, precisely in the 
fact that they could carry on production on a 
large scale. In reality, however, much of the re- 
strictive legislation was abolished before the 
question of setting up saw-mills of that kind arose 


‘to any considerable extent. Nevertheless, it is not 


impossible that the official policy had the effect 
of delaying initiative in this field. 

In the case of the iron industry, more success 
was achieved in carrying out a planned economy, 
but this only made it all the more evident that the 
control was a serious obstacle to the further de- 
velopment of the industry. The attempts to keep 
down costs with the aid of the traditional methods 
were far from successful, and moreover, they 
involved somewhat high-handed intervention by 
the authorities against the “charcoal farmers” and 
others, which was not in harmony with the current 
demand for democracy and equality before the 
law. Moreover, the development of technique 
opened up new and far more important possibili- 
tes of reducing costs. But these new methods were 
for the most part dependent on an increase in 
production. The static planned economy, in other 
words, began to appear more and more as a direct 
obstacle to enhanced competitive power for indus- 
try. The consequence was in fact that the limi- 
tation of production had to be abandoned in the 
iron industry as well. 


rom the social point of view, also, the tra- 
ditional static system became increasingly suspect. 
Previously, agriculture had to some extent been 
included in the system, and various measures had 
been taken with a view to ensuring prosperity for 
the peasant population, and preventing the pro- 
letarianization of the country-side. One important 
condition for the success of this policy was that 
the increase in the population should be kept 
within narrow bounds, but the policy pursued 
by the mercantilists happened to be in direct 
conflict with this aim. An increase in the popu- 
lation was favoured as a means of keeping wages 
down. At the same time the progress of enclosures 
and the reclaiming of new land increased pro- 
duction and in this way helped to make possible a 
steep rise in the population. Nevertheless, the 
threat of proletarianization was becoming ever 
more real, and it began to be clear that is was 
essential to try to create new opportunities of 
earning a living in the industrial field. If planning 
was to continue, it was obvious that it must be 
changed from its very basis. It could no longer be 
a static system. It must be transformed into a 
planned economy which opened up sufficient op- 
portunities for expansion. But this was so diffi- 
cult and ambitious a programme that it was not 
even seriously discussed. Moreover, the flow of 
liberal ideas led to increased scepticism about all 
forms of government intervention. The result was 
the elimination of the obstacles which legislation 
had placed in the path of Sweden’s industrializa- 
tion. The decree of 1864, providing for general 
industrial freedom, marked the final victory of 
liberal ideas. 

Control of the rate of interest, however, re- 
mained in being right to the end. Its survival was 
due in part to the fact that important sections of 
the community looked upon a free rate of interest 
as a direct threat to their own economic interests. 
If the rate of interest for short loans was freed 
— and it was this that the reformers were asking 
for in the first place — it was thought that there 
might be unpleasant consequences for owners of 
real estate, both in the towns and in the country. 
In 1860, a member of the House of Burghers 
declared that if the rate of interest was freed, the 
value of property in Stockholm “might fall several 
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million kronor, and thousands of people would 
lose the capital they now possess”. This point of 
view was not unknown among the rural popu- 
lation as well. It was further believed that if the 
rate of interest for short loans was freed from 
control, the mortgage market for agricultural and 
residential properties would be starved of credit. 
People would withdraw their money from real 
estate loans, and invest it instead at high rates of 
interest in the short loan market. It was not 
difficult for A. O. Wallenberg and other men of 
practical experience of the money and capital 
market to show that there were no grounds for 
these fears. As a matter of ‘fact, the fears were 
based on the idea that the rate of interest on the 
short-term market would be permanently above 
the existing maximum of 6 %, and took no ac- 
count of the fact that when the market was dull 
the rates generally fell below the official level. 
While the Riksdag was arguing about the merits 
and demerits of freeing the rate of interest, the 
removal of the old provisions continued in prac- 
tical life. The system of “commissions” provided 
unlimited opportunities for infringement. This 
was not only true for the commercial banks. At 
the end of the fifties the Riksbank had been put 
in charge of the lending of certain funds which 
had been borrowed from abroad with a view to 
overcoming a financial crisis. The rate of interest 
for such advances was at first fixed at 9 %. As 
Professor Davidson says in his study, “The Riks- 
bank 1834—1869”, this rate of interest exceeded 
the highest rate allowed by law, viz. 6 %. “The 
fixing of the rate for advances at 9 % was an 
offence against the legal provisions for a maxi- 
mum rate of interest, the repeal of which, pro- 
posed by the Government, had been defeated only 
a short time before. When, on the grounds of this, 
the authorities declined to make an exception for 
the rate of interest for State loans, they were 
following the example set by their subjects, cir- 
cumventing the law by designating as commission 
that portion of the rate of interest that was in 
excess of 6 %.” In fact, the actual rate of interest 
seems at first to have been even higher than 9 %. 


According to a speaker in the House of Burghers, 
as much as 11.5 % was reached, among other 
things by deducting the interest in advance. 

After all this, it ought not to have been so 
difficult to reach agreement on abandoning the 
old interest ceiling. But is was a long time before 
this was done. ‘‘We live in the land of prejudices, 
and there is no country where it is so difficult to 
remove abuses as in our good old Sweden”, the 
deputy speaker of the House of Burghers said in 
the Riksdag of 1859—60. In 1864, however, the 
time was at last ripe for decisive action. The rate 
of interest was freed for periods not exceeding 
six months, and for loans not based on security in 
real property. The last remnants of the restric- 
tions disappeared in 1907, but even before then 
ways had been found of circumventing them. 

To sum up, the interest ceiling had served to 
a considerable extent to disorganize the money 
and capital market. The work of the banks had 
been hindered, at least until methods were found 
of evading the law. It was not until the restrictions 
were dropped that the money and capital market 
could be developed on favourable lines. The stabi- 
lity which the interest ceiling had tried to pro- 
mote but had in reality prevented was now brought 
into being by a freer organization and by the 
fact that, in the changed situation, the Riksbank 
gradually became conscious of its duties as a 
central bank. Deposits now gradually came to be 
the actual basis for the work of the commercial 
banks, a fact which was illustrated almost at the 
same time as the interest rate control was abolished 
by the establishment of the Skandinaviska Kredit- 
aktiebolaget, now Skandinaviska Banken, a bank 
which lacked the right to issue notes and was 
obliged to base its work on more modern prin- 
ciples. Side by side with A. O. Wallenberg, the 
head of the Skandinaviska Kreditaktiebolaget, Th. 
Mannheimer, also came to exercise a determining 
influence on the continued development of the 
Swedish commercial banks, and in this way to 
make a very important contribution to the eco- 
nomic expansion which began after the middle of 
the last century. 
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THE IMPACT OF PENSION FUNDS ON THE 
AMERICAN CAPITAL MARKETS 


BY ROGER S. MURRAY, 
VICE PRESIDENT, BANKERS TRUST COMPANY, NEW YORK 


Although there are in operation a_ sizable 
number of private pension plans originating prior 
to the 1930s, the most rapid growth has occurred 
during recent years. For example, it is estimated 
that the number of employees covered has in- 
creased threefold during the past twelve years. As 
a consequence, about one-fifth of the labor force 
is currently covered under private plans designed, 
in the main, to supplement the basic benefits 
provided under the Federal Government’s old age 
benefit programs. Further extension of coverage 
is anticipated over a period of years, although 
probably at a less rapid pace than that set during 
the war and postwar years. 

The money flow involved in these private plans 
has not been accurately measured. However, 
studies made over a period of several years in 
Bankers Trust Company suggest that the rate of 
growth in invested assets currently amounts to 
some $2000 million per annum. Of this total, 55 
per cent. to 60 per cent. appears to be going into 
trusteed pension funds and 40 per cent. to 45 per 
cent. into the life insurance companies under in- 
sured plans. It is believed that trusteed plan in- 
vestments now aggregate some $11 000 million, 
while those included in insurance company re- 
serves represent $8000 million. These are sub- 
stantial sums and the rate of growth is more rapid 
than in most other types of institutional savings ; 
yet pension funds should be kept in proper per- 
spective and considered in relation to, say, $24 000 
million of mutual savings banks deposits and total 
life insurance company assets in excess of $75 000 
million. 


The pension contributions made under insured 
plans are, of course, mingled with all other life 
insurance funds for investment purposes and con- 
tribute to the annual growth of about $5000 
million. During the year 1952, for example, the 
net increase in invested assets of life insurance 
companies was distributed as follows: 
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During this year of very great activity in the 
capital markets, therefore, the life insurance com- 
panies contributed extensively to meeting the pri- 
vate demand for construction and industrial ex- 
pansion. In keeping with the restrictions on per- 
mitted investments, relatively small amounts went 
into equity securities. 

There is nothing fixed about the pattern of 
pension trust investments. There are no legal re- 
strictions; the company can incorporate its own 
choice of investment provisions and can amend 
the trust agreement to suit changing conditions. 
The point of view of the individual company is 
usually controlling, therefore, in establishing broad 
policies for its fund. One of the great advantages 
of these funds is their flexibility and the possi- 
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bilities which exist for changing policies radically 
in the light of new opportunities, yield relation- 
ships, and the supply situation for various types 
of securities. In most funds, there is no need for 
liquidity. There is no occasion for publishing a 
balance sheet or showing a certain surplus position 
on a specified date. The emphasis is much less on 
the results for a single year and much more on 
experience during the operation of the fund. This 
means that true long-range objectives can be 
pursued without any great attention being paid 
to temporary market conditions. 

However, many companies prefer to have stabil- 
ity and regularity of income emphasized in their 
pension trusts even though this policy may involve 
accepting a lower rate of return. The proportion 
of common stocks, for example, may be set at a 
lower figure for this reason. Also, recognition is 
given to the desirability of avoiding unfortunate 
timing by distributing new investments over suffi- 
ciently long periods of time to afford opportu- 
nities to make commitments under diverse eco- 
‘nomic conditions. This latter objective is com- 
paratively easy to accomplish because the flow of 
new money facilitates orderly portfolio adjust- 
ments. 

Although there are no statistics on how pension 
trusts are being invested, it is a fair generalization 
to state that the bulk of the funds are going into 
corporate bonds, preferred stocks, and common 
stocks of high average quality. It has been said 
that a typical pension trust portfolio shows 60 per 
cent. to 70 per cent. in bonds, largely corporate 
obligations, perhaps 5 per cent. in preferred stocks, 
and 25 per cent. to 35 per cent. in common stocks. 
Real estate investments are a negligible factor. 
There are no statistics to support this statement 
of typical diversification, and it may be more of 
a theoretical pattern than a representation of the 
most frequently adopted investment program. 
Some funds are now investing a higher proportion 
of their current additions in common stocks, but 
others are waiting for lower prices, and some very 
important trusts exclude equities 
authorized fields of investment. 

There are a few exceptional cases where a 
radically different investment policy is pursued, 
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such as heavy investments in individual enter- 
prises, large use of sale-leaseback arrangements, 
oil production royalty agreements, etc., but the 
bulk of the funds invested undoubtedly are in the 
field of corporate securities. The tendency has 
been for companies to avoid investments in their 
own securities partly as a matter of sound finan- 
cial policy and partly because the Treasury De- 
partment has imposed certain requirements on in- 
vesting in such securities. The common practice 
is for the trustee to request a ruling from the 
Treasury in each instance, based on a presentation 
of the reasons why an investment in the company’s 
securities is desirable and attractive for the pension 
fund in comparison with alternative opportunities 
in the capital markets. It is clearly intended that 
a company’s pension fund shall not serve as a 
captive source of new capital for its operations. 

This attitude toward investments in the em- 
ployer’s own securities also reflects other consid- 
erations. Industrial pension plans involve long- 
term commitments to employees, and the pension 
fund represents collateral security for carrying out 
the plan. The employee is already dependent on 
the fortunes of the company for his current com- 
pensation. Obviously, the bonds or stocks of the 
company add little or nothing to its direct promise 
to pay under the terms of an unfunded plan. On 
the other hand, a conservatively invested and well- 
diversified portfolio of securities may add a great 
deal to the assurance that pensions will be paid as 
promised. 

The idea of supporting such long-term commit- 
ments with collateral in the form of securities is 
particularly appropriate in the United States be- 
cause of the rapid turnover in business entities. 
High rates of business births have their counter- 
parts in high discontinuance rates as a result of 
failures, mergers, liquidations, and sales of assets. 
Under the circumstances, the provisions of the 
income tax law recognize the desirability of a 
specified degree of funding of pension plans by 
making contributions deductible within broad 
limits and by exempting pension funds from in- 
come taxes. 

Admittedly, a diversified portfolio of high- 
quality bonds is the most stable form of collateral 


QUARTERLY REVIEW. APRIL 1954 47 


security for assuring the performance of future 
pension commitments. Nevertheless, the element of 
cost is so important that equity investments are 
bound to be considered in view of the higher 
return which they provide. In recent vears, com- 
mon stocks have typically produced an income of 
5 per cent. or better, while good-quality corporate 
bonds have fluctuated around a 3-1/4 per cent. 
yield. This rate differential has had the effect 
of greatly extending the use of equity invest- 
ments. The trend has also been fostered by recent 
changes in the laws governing the investment of 
most types of trusteed funds in the direction of 
authorizing common stock purchases within rea- 
sonable limits. 

Despite this broadening of institutional invest- 
ment in equities, notably in the case of pension 
trusts, there is no conclusive evidence that the 
stock market has as yet gained appreciably in 
breadth or stability. However, there are some signs 
that this will be the ultimate result. Because of 
their rapid rate of growth and because of the 
desire to avoid bad timing in such investments, 
many pension trusts make use of the’ dollar-aver- 
aging principle in acquiring common stocks. By 
budgeting a fixed amount for weekly, monthly, or 
quarterly purchases, the trustee is assured of ma- 
king his investments in all phases of the market. 
In most cases, this kind.of a program provides for 
the possibility of discontinuing purchases if the 
rate of return becomes materially less attractive. 
On the other hand, if prices should decline mate- 
rially, the amount appropriated for stock purchases 
is likely to be increased. Thus we have a modest 
contribution to stability in market prices. 

It is evident, however, that pension trusts will 
not be much of a factor in short swings in the 
market nor in intermediate advances or declines 
in prices. Major revisions in policy are not made 
in haste or just because the market has a sinking 
spell of a few days or even weeks. Also, pension 
trusts may be sellers at times as well as buyers. 

It is sometimes asserted that the concentrated 
buying of seasoned equities by pension trusts will 
gradually drive up prices to a point where they 
will no longer provide adequate yields. lurther- 
more, it is argued, the new issue market will 


become favorable only to well-established com- 
panies. Such statements seem to be based upon 
an incomplete analysis, ignoring what may happen 
to the funds received by those who sell stocks to 
pension trusts. Presumably the former holders, 
on balance, invest in other equities of lesser quality 
or personal businesses of one kind or another. It 
should be borne in mind that it is immaterial at 
what point an addition is made to the stream of 
equity capital insofar as measurement of the 
aggregate supply is concerned. If that stream is 
free to flow in all directions, it is not too impor- 
tant whether the funds are added with a “‘venture 
capital” or an “institutional investment” label. 
A question broader than the influence exercised 
on the equity markets 1s whether the growth in 
pension funds represents a net addition to personal 
savings in the aggregate. There is no entirely 
satisfactory answer to this question. Probably too 
little is known about savings behavior under vary- 
ing economic conditions to make really precise 
analyses of individual components, The argument, 
therefore, must be on rather general grounds. 
Over a long period of years, for the last seventy- 
five at least, there has apparently been no pro- 
nounced trend in the proportion of personal in- 
come saved, despite the great growth of life in- 
surance and other savings media. In effect, what 
has happened is that one form of personal savings 
has been partially diverted to another. This general 
observation suggests that the growth of retirement 
plans will simply take the place of growth in one 
or more other types of accumulations of capital. 
There are, however, several arguments in favor 
of the view that total personal savings are being 
increased as a result of the rapid expansion in the 
coverage of individuals under industrial pension 
plans. The contractual character of contributions 
suggests that they will be more stable over a period 
of years than the voluntary savings program of 
individuals. The principal effect may be on dis- 
saving, which accounts for such a large portion 
of the changes in the net savings item. Because 
dissaving is traceable in large measure either to 
people no longer able to work or to those respon- 
sible for their care, it would appear logical to 
expect that over a period of years, as more and 
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more pensioners qualify for full benefits, dis- 
saving from this cause will be reduced. 

Thus, on balance, it appears that private fettne- 
ment plans tend to increase the flow of institu- 
tional savings and may represent a modest net 
addition to personal savings. In all probability, 
however, other trends in savings, as they are 
modified and changed over the years, are likely to 


be many times more influential in determining the 
over-all pattern. It is realistic, therefore, to ap- 
praise the accelerated growth of private pension 
plans in conservative terms. They represent a 
useful instrument for channeling long-term funds 
into productive investment. The amounts are large, 
but not beyond the capacity of an orderly func- 
tioning of the American capital markets. 
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THE ECONOMIC SITUATION 


There is no direct indication that the marked 
though balanced boom which has prevailed in 
Sweden for more than a year is likely to taper 
off within the next few months. The quite con- 
siderable recession which has undoubtedly oc- 
curred in the United States since last summer 
seems not to have had any perceptible repercus- 
sions on the economic situation in Sweden, at any 
rate for the present. On the contrary, there are 
certain circumstances which point to increased ac- 
tivity in production during the last few months. 
Industrial production has again risen and during 
the last quarter of 1953 was higher as a whole 
than it has ever been. Even in the engineering 
industry, where the trend during last year was 
causing some apprehension, the situation seems 
to have been stabilized somewhat of late. More- 
over, there are certain signs of an increased in- 
vestment willingness within industry and com- 
merce. 

The course of wage negotiations this year has 
on the whole been smooth and the upward ad- 
justments of wages which have taken place in 
some sectors have been relatively small. There is 
therefore reason to hope that stability of income 
and prices will continue, especially as the good 
results in agriculture will probably lead to certain 
price reductions for important food-stuffs such 
as meat, pork and cheese. 

The economic stability which this general pic- 
ture of the situation seems to indicate is, however, 
to some extent illusory. One prerequisite for the 
maintenance of equilibrium is the fact that some 
controls should still remain. Among these are for 
example currency control, building control and 
credit restrictions. Many people believe that the 
removal of these controls in the present situation 
would spell a considerable risk of a new wave of 
inflation. Those who are responsible for economic 
policy obviously consider the risk of inflation to 
be greater than the risk of deflation and therefore 
intend to continue to pursue a restrictive policy. 


Business circles, however, are principally critical 
of the direction of this policy. They consider that 
the private sector is having to carry a dispro- 
portionately large part of the burden of the re- 
strictive policy, whereas the public sector is still 
allowed opportunities to expand. This direction of 
policy is considered dangerous in view of the need 
to increase productivity and thereby strengthen 
Sweden’s competitive position in relation to other 
countries. The problem arising from the fact that 
our level of costs is so high, internationally speak- 
ing, still remains. The risk of inflation is also 
aggravated by the greatly increased liquidity of 
banks and business enterprises resulting from the 
large volume of public expenditure. 

In the national budget for 1954 which was 
submitted at the beginning of the year, there is an 
analysis of the economic trends during last year 
and the prospects for the present year. These 
calculations can be summarized as follows. 


National Budget for 1954. 


1953 1954 Change 
Mill.kr.  Mill.kr. per cent. 
Gross national product + 43290 44 800 “a.5 
Ibi op Am 8 y Be + + 8100 8 200 + 1.2 
Total 51 390 53 000 roel 
Private domestic gross invest- : 
TCI Torte es ae Sigel space sx 7270 7 220 O77 
Public domestic gross invest- 
raatgolt ks Cee es, See eee ae 5 710 6 165 + 8.0 
Changes in stocks. ..... — 400 2) == 
Exports of goods and services 8450 8 220 ae 
Private consumption. . .. . 25 O40 25 750 = 28 
Public consumption. . . . + 5320 5 645 +, 6.1 
Total 51390 53 000 ud 


As will be seen, the budget envisages a con- 
tinued increase of the national income during 
1954 by 3.5 per cent. This increase is somewhat 
larger than for last year, when the rise was just 
over 3 per cent. With regard to the use of the 
new resources, the budget has envisaged a further 
rise in the first place of the share taken by the 
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public sector with regard to both investments 
and consumption. The increase in public invest- 
ments is not, however, expected to be as steep 
as in 1953, when it amounted to more than 17 
pPermcent: 

As mentioned by way of introduction, industrial 
production during the last few months of 1953 
showed a certain tendency to increase. For the 
year as a whole, however, industrial production 
remained practically unchanged in relation to 
1952, when it fell 2 per cent. This stagnation of 
our industrial production during the last two 
years, following the rapid growth during the 
earlier post-war period, is very largely attributable 
to the fact that the extension of statutory paid 
holidays to three weeks was carried out during 
the two years in question. 

The reduction in output during 1953 was 
centred in the engineering industry, but the decline 
in this sector seems to have been halted during 
the last quarter of the year. It is true that the 
number of persons employed in the engineering 
work-shops was about 6 per cent. lower in Novem- 
ber 1953 than twelve months earlier, but short- 
time engagements are now much less common than 
they were a year ago. Laying-off notices, which 
have to be delivered two months ahead, affected 
an average of 750 workers a month during the 
first half of 1953, but later the figure fell to 
200—250 workers. Another sign pointing to an 
improvement in the position of the engineering 
industry is that the exports of engineering pro- 
ducts rose during the fourth quarter of 1953, after 


Foreign Trade. (Million kr.) 
(Current 3-months averages.) 
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having been at a low level earlier in the year. In 
the shipyards, production increased during last 
year but hardly any new orders came in. During 
the present year, however, a certain increase in 
the inflow of orders has occurred. It is, of course, 
too early to say with any certainty whether the 
improvement which has lately been observed in 
the situation of the engineering and ship-building 
industries is likely to persist or not. The great 
problem for these industries is the high level of 
costs in Sweden, which is a considerable obstacle 
to further expansion. 

Both in the forestry industries and in the iron 
industry there was a marked increase in produc- 
tion last year. Some provisional production figures 
are given below. 


(Thousands of tons) E52 1953 
Pig iron - 1038 989 
Iron and steel ingots . me 1 666 1 763 
Commercial iron and steed, 1093 1175 
Paper pulp . 2 289 2 441 
Paper and satlliseauid < FSP Rie Las I OO! I 224 
Completed vessels (thousands of gross tons) 421 469 


The increase of production in the consumer 
goods industries during 1953 was considerable. 
There was an estimated increase of 8 per cent. 
in the textile industry proper, 10 per cent. in the 
ready-made clothing trade and 12 per cent. in the 
foot-wear industry. The textile industry was able 
to reengage nearly half of the workers who left 
this industry during 1952. Nevertheless the in- 
dustry is having trouble with high costs and is 
feeling the effect of foreign competition to a 


Wholesale Price Index of the Board of Trade. 
(1935 = 100.) 
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considerable extent. The order situation and em- 
ployment have, it is true, so far been relatively 
satisfactory this spring, but the prices ruling for 
textiles do not fully cover the costs. The reason 
for the unsatisfactory situation of the industry is 
to be found partly in our low tariffs, which 
favour foreign competitors, and partly in the high 
level of costs in Sweden. The Swedish textile 
industry is now capable of supplying 75—8o per 
cent. of the requirements of the home market. 
The profit position of the foot-wear industry is 
also relatively poor. Consumption of foot-wear 
last year did not keep pace with the increase in 
production and as a result the stocks in the retail 
trade have shown a considerable increase. During 
the first few months of the present year, however, 
the sales of both textiles and foot-wear have been 
higher than they were earlier, partly in conse- 
quence of the extensive bargain sales in the shops. 

The results of Sweden’s foreign trade during 
1953 were considerably better than were predicted 
at the beginning of the year. Sweden’s current 
payments with foreign countries are shown in the 
following table, where the figures for 1953 are 
provisional only. 


Receipts (+) and Expenditures (—) in Relation to 
Foreign Countries (Mill. kr.). 


1952 1953 
BOR Cals fete sles add st tee one —8947 —8161 
Exports, (£50. Det envi «sees _© + +8134 +7645 
Trade balance — 813 — 516 
Net shipping receipts ...... ; +1100 + 850 
Other invisible items (net) ...... —- 105 = 50 
Balance of payments + 182 + 284 


Position of the Riksbank. 


Milli- Gold & For. Exch. 


ard = = = = ponds (incl, 
Kr. Treasury Bills.) 


(Milliard kr.) 


Gold, For. Exch. pilii- 
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ceceesene Note Circulation. Kr. 
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As will be seen, the preliminary trade balance 
figures for 1953 show a surplus of 284 million 
kronor, or rather more than for the year before. 
Both imports and exports fell during last year, 
but imports fell considerably more than exports 
and thus the import surplus was reduced by 
nearly 300 million kronor. Falling freight rates 
led to a considerable decline in net shipping re- 
ceipts. 

With regard to the country-by-country distribu- 
tion of Sweden’s external trade, the most promi- 
nent figure is the improved trade balance with the 
United States. The import surplus in the trade 
with this country was reduced from 395 million 
kronor during 1952 to 146 million kronor in 1953. 


Foreign Trade with the Most Important Countries, 
Fanuary—December 1952 and 1953. 
(Mill. kr.) 
Imports Exports Trade Balance 
1952 1953 1952 1953 1952 1953 


Great Britain I 282 1336 1353 1444 + 71 +108 
Western Germany 1587 1489 962 881 -—625 —608 
United States .. 858 657 463 5II —395 —146 
Netherlands ... A 2s OO ed | Gee A Aen OR mE 
INIOr Way) caren san rats g50m 201) 663i) OS e-reor aor 
Belgium. .... 535: 408 9 8360: 3590) —-178 — 49 
Brance® .) 5) 56.6". 22355388 = 480° 360 =prsy = 27 
Denmark .... 224 254 442 436 +218 +182 
LSE CADE aM pu aor 280 201 263) 272. — 17) .—i9G 
talyage in cee ca os 2007 2370103)" 205, *— ey ease 
Switzerland ... IS5) 204° 133) 123 ©—) 52. =— Sr 
Poland.) ers 27% 130°" "204° “13t "67" +P 
Kinland geese. . 116 68 224 1x03 +108 +, 35 
Australia .... 78 YO. —<I3L 108 +53 + 31 
Up Diathctusn cae ses 106 525 230, (113 +124 -h 62 


Position of the Commercial Banks. (Milliard kr.) 


Milli- ——— -— Cash, Treasury — Deposits. Milli- 
ard Bills & Bonds. Balance total ard 
Ky, oteserseses Advances, Kr, 
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The improvement in the current balance of 
payments as a whole as well as the dollar balance 
is reflected in the changes in the foreign exchange 
reserve during the year. As will be seen from the 
table below, the foreign exchange reserves in- 
creased by a total of 340 million kronor during 
last year. The greater part of this increase relates 
to the holdings of gold and dollars. During the 
first two months of the present year the trend 
of Sweden’s foreign trade has been approximately 
the same as during last year. For these two months 
there is an import surplus of 261 million kronor, 
as compared with 251 million kronor during the 
corresponding period in 1953. On the other hand 
the foreign exchange reserves of the Riksbank 
have fallen steeply from the beginning of the year 
to the end of March. As the table shows, this 
decline amounts to 165 million kronor, whereas 
during the corresponding period last year the 
reserves fell by 59 million kronor. The period 
of comparison is so short, however, that the 
difference may very well be due to temporary 


Foreign Exchange Reserves. 


Million kronor 


1952 OID 1954 
The Riksbank Dec 3ite Sept. 30 Dec. 31 Mar. 31 
‘Gold and dollars. . . 872 1098 1147 
Gold and dollars under 
EPU agreement . . 391 384 419 
HEU scurrencies ani: 973 gi2 970 
Other currencies. . . 68 34 85 
Total 2304 2428 2 621 2456 
Commercial banks —20 —56 +3 : 
Total 2284 272 2 624 


Production Index of the Federation of Swedish 
Industries. (1935 = 100.) 
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causes. Sweden’s cumulative credit balance with 
the EPU, which amounted to 707 million kronor 
at the turn of the year, had fallen to 644 million 
kronor at the end of February. 


The Credit Market. The great increase in 
deposits which characterized the commercial banks’ 
development during last year has continued during 
the first two months of 1954. At the end of 
February the total deposits from the public 
amounted to 12 180 million kronor, or 1 325 mil- 
lion kronor more than at the corresponding date 
last year. This year’s figure for February is the 
highest ever recorded. As in previous years the 
increase is centred in the time deposits, a fact 
which indicates that liquidity in business enter- 
prises has been further strengthened. The reason 
for the steep increase in deposits last year was 
mainly that the Government borrowed so largely 
from the banks. For the budget year 1953/1954 
the Government is expected to need to borrow 
2 159 million kronor and a very large part of this 
will be borrowed on relatively short term from 
the banks. During the budget year 1954/1955 it 
is expected that the Governments’ borrowing re- 
quirements will be somewhat less, viz. 1 784 mil- 
lion kronor. To a large extent this amount will 
be supplied through the commercial banks. There 
is therefore reason to think that deposits in the 
banks will continue to rise. Under the influence 
of the increased supply of money the liquidity of 
the banks has continued to increase, and at the 
end of February the holding of Treasury bills 
and bonds amounted to 3 790 million kronor. The 
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high liquidity of the banks and business enter- 
prises continues to constitute a latent threat to 
the policy of stabilization. The advances of the 
banks have also risen this year, by rather more 
than 200 million kronor since the beginning of 
January. 


Position of the Commercial Banks. 


1952 ste ay 1954 

Assets (in mill. kr.) Dec. Febr. Dec. Jan. Febr. 
Cash Pons os ceive: 999 552 646 407 315 
Treasury bills . . . 866 1555 1482 1844 1754 
Swedish bonds. . . 850 1199 1863 1820 2036 
Advances ee SAGO 77.300 0.032 6.0.07 1) 10193 
Banks abroad .. . 193 193 314 339 344 
Sundry accounts . . 781 422 790 519 479 

Total 13537 13694 15027 14900 15061 
Liabilities (in mill. kr.) 
Deposits. . 10338 10855 11839 12086 12180 


Banks abroad .. . 404 457 321 332 344 
Share capital and 
reserve funds . 


Sundry accounts 
Total 


EiI27 sii127 1153 
1648 1255 I 329 
13537 13694 15027 14900 I5 061 


1154 
1 383 


Bank Deposits and Funds of Insurance Companies. 


TOR tee Vite eIG52.0° 417, 1953 "Pte 
Mill.kr. % Millkr. % Mill.kr. % 
Savings Banks . 7802 26.3 8458 26.8 9081 26.0 
Post Office Savings 
Bane es see 7-0 2635 8:3 2846 ~ 8:2 
Agric. Credit Insti- 
tutions. . 456 1.0 556 1.8 616 «1.8 


Insurance Companies 8502 28.7 9594 30.3 10500’ 30.0 
Commercial Banks. 10513 35-5 10358 32.8 11839 34.0 


Total 29598 100.0 31 599 100.0 34 882 100.0 


The Stock Market. The principal reason for 
the continuing rise in prices which has taken place 
on the share market during the year is the opti- 
mistic view which is being taken of the short-run 
prospects, i. e. hopes of increased dividends and 
other privileges. The general economic picture 
has of course also been a stimulating factor of 
great importance. The sales and price situation 
of the forestry industries and other export in- 
dustries have been regarded with increased con- 
fidence and at the same time no_ perceptible 
falling-off has been perceived for several of the 
industries which are mainly concerned with sup- 
plying the home market. Without doubt the firm 


1 Estimated amount 


tendency on the stock exchanges in New York and 
London has had a calming effect on the Swedish 
stock market. Interest has been largely centred on 
securities which may be expected to render an 
improved yield. Thus the dividend increases of the 
spring have largely already been discounted. A 
temporary regression in February may be re- 
garded partly as a reaction following expectations 
which were pitched rather too high. To a large 
extent these hopes have, however, been fulfilled. 
More than half of the companies which have so 
far published their reports have proposed in- 
creased dividends. During the period under review 
the following bonus issues have been proposed. 


Bonus Issues. 


Svenska AB Gasaccu- 


mulator I new pref. for 4 old 


ones both ord. and pref. 7.15 mill. kr. 

Boras Vafveri AB . . 1 new for 3 old ones 5 22 
Gamlestadens Fabrik- 

CTSA bie a aaa: oe eT > et as » 5 » » 
AB Svenska Jarnvigs- 

verkstaderna. . Laem) Sieg y Ace 
AB Marabou ( Si ey Se oy yt ) 
ABS Uinitzca@Onm mn | I » eee a D5 » > 
SandvikenJermmverksAB 1° » » 3 » yeas > 
AB Iggesunds Bruk 1g) 2 ree 
Bergvik & AlaAB.. 1  » > Be 6.2 
AB Atvidabergs Indu- 

Sitter con 3 eek yD » > 3° 2 » 7 
Svenska Cellulosa AB I » » I » one 75 : 
AB Elektrolux SpE a ok ee ee es, » 60 ’ 
Manufaktur AB i Mal- 

mo . . . . . . . it » ” I » » 5.6 
Stillbergs Grufve AB. rT » » I » 8 
AB Kol & Koks . Nom. value raised from 

25. to 50. == 244 » 


During the period 15 December 1953—15 
March 1954 the level of share prices has risen by 
an average of 6.7 per cent. for home-market 
industries, 10.9 per cent. for other industries and 
9.3 per cent. for banks. The table below shows the 
yield of certain shares as a percentage of the 
market prices under the assumption of unchanged 
dividends. 
1953 1954 
Mar. Dec, Jan. Febr. Mar. 
14 15 15 15 15 


5 wood-processing compa- 


MEY ei es ects at aA 3.9 3.9 Fy 3.5 
2 wood and iron industries 3.8 S07 BG) Bd B12 
4 exporting engineering 

POMIPADICS. fa is 6 | Sef 5.7 5.5 5.2 Be 
5 leading banks. .... 4.7 4.4 4.3 st 4.6 


54 


The Bond Market. During the present year 
the turnover of bonds on the Stock Exchange has 
continued to be small and limited mainly to pre- 
mium bonds. Prices during the winter months 
have been firm, providing a yield of 3.6 per cent. 
for 31/2 per cent. industrial bonds. On the other 
hand issuing activity has been lively. Three power 
company loans have been issued since the turn 
of the year for a total amount of 68 million kro- 
nor, the interest in each case being 3.6 per cent. 
Moreover, the City of Stockholm has sold through 
the banks 40 million kronor of 3.6 per cent. 
promissory notes, mostly with a life of 30 years. 

To a large extent, however, the issuing market 
has been dominated by the Government, which 
during February issued bonds for a total of 975 
million kronor partly in order to redeem the obli- 
gations which fall due during the spring months 
and partly in order to obtain new loan funds. Of 
the total mentioned, 200 million kronor relate to a 
medium-term 31/2 per cent. loan and 150 million 
kronor to a 3 per cent. premium loan, while the 
major portion was accounted for by a 6-year loan 
with a rate of interest rising from 2'/» to 31/2 
per cent. and a 31/s-year loan at 23/4 per cent. The 
two last-mentioned loans were subscribed almost 
exclusively by the banks. The carrying out of 
these operations has been facilitated by the high 
liquidity of the market, and in addition fears of 
interest reductions may in some quarters have 
hastened the decision to invest. At the end of 
February and the beginning of March, however, 
the increased liquidity demands and the falling 
foreign exchange reserves caused a stringency on 
the market which among other things led to a 
stoppage of subscriptions in short-term Govern- 
ment loans and purchases of Treasury bills. Al- 
though, broadly speaking, the price level may be 
regarded as stable, a certain stiffening has taken 
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place since December, mainly in the case of long- 
term bonds. Demand for long-term investments 
has further increased in consequence of fears of a 
further decline in the interest level. At the short- 
term level, on the other hand, the rates of interest 
have remained unchanged since the adjustment 
which followed the lowering of the Bank rate in 
November last year. The interest rates for short- 
term loans are shown in the following table. 


Yield on Short-Term Loans. 


1952 1953 1954 
Dec. Mar. June Sept. Dec. Mar. 
15 14 15 15 15 15 
Shortdated bonds: Per cent. 
Leyearae 2 3.10 2.50 § 2.75 2:50 2.50 2.56 
2/2 years. . . . . 3.25 2.80 300 2.75 260 2.60 
Longer periods . 3-35 3.10 3.10 3.00 2.90 2.90 
Treasury bills: 
Up to 3 months. . 2.0 2.0 2.0 2.0 4a Oy 
Day-to-day loans: 
I day’s notice. . . 2.5 25 2.5 2.5 (2250 wees 


The following new issues have been made since 
the preceding survey. 


New ILssues. 


Rate ot Amount Price of 
interest in of issue issue in 
per cent. in mill. kr. per cent, 

Swedish Government. . . 3/2 200 100 
> > (3'/s-year) 25/s Amount not fixed 100 
> (6-year) 2'/2-3'/2 > >» » I00 

» > premium 
DOndS no 6) eos es oe 150 100 
Bergeforsens Kraftaktiebolag 3.6 28 99 
Gulselé cA. Boe ca «pe aes eee 3.6 10 99 
Bl&sjéns Kraftaktiebolag . 3.6 30 100 


In addition there were sold during the first 
quarter City of Stockholm 3.6 per cent. promis- 
sory notes (Jan. 25 1954) for 40 mill. kronor 
nom, at 100 per cent. 
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Some Statistical Data on Sweden’s Economic Position. 


I. The Riksbank. (Amounts in million kr.) 


EAT SISI© tis Liabilities 
he MER ESET semi oc, ange ; 
of Gold and hat AS SE Reserves | Bonds and Domestic Other Rote Sight Deposits 
Gold Pa: | Total Treasury Bills Bills Advances || Circulation State vars ta) uher Total 
jucey 751 2 083 106 I 37 1061 418 428 8 
9 362—O 828 1 190 3 184 A 112 3288 467 361 a 7 
O 465 688 er 3 3.443 21 188 Bal 511 312 4 867 
I 785 | I 594 2 379 2 821 21 226 4 090 528 522 é I 110 
2 954 I 35° 2 304 3 240 49 272 4577 449 558 22 1029 
1130 | «1491 2 621 2 786 | 46 311 4 835 363 180 2 545 
L953 | T1954 | 1953\ 1954 1953| TOS4 | 1953 | 1954 | I953\ 1954 | 1953) 1954\| LO5P | 1954 | 1953| 1954 | 1953| 1954\ 1953| 1954 r953| 1954 
i : ; 
1 007 | I 129 |I 312) I Sic} 2 319 | 2639; 2666| 2284| 49 | 45 | 252| 246 |14 350| 4670| 525| 177| 163| 103| 29] 2| 717| 282 
mB | 1006) 1 128 |1 319] 1 418] 2 325 | 2546/2665 | 2342) 47| 45 | 247| 362 4 366) 4584) 371| 357| 260| 29] 26]; 2] 657| 388 
. | 1005 | 1128 1240) 1 328) 2245 | 2456/2404 2299) 48) 46  274| 338 | 4311| 4459| 343| 309) 29) 19| 24| 2] 396) 330 
il | 1003 LIST, 2154) 2 605 47 248 4 365 300 39 30 369 
y 1 002 | 1 188) |2190 2 334 132 230 4 223 132 173 29 33 
1 0oT | 1 250) |2 251 2 427 131 235 4 327 275 122 II 40 
1052 | |1 280} 2332) 2 376 | ae 25t 4 267 207 247 II 465 
m | 1057 I 327] 2 384 | 2 376 | I 259 4321 228 218 15 461 
t. | 1067 |} 362| 2 429 (2389, 47 306 4 365 406 39 12 457 
1133 (137 2 507 | 2 352) 47 278 4 503 192 109 3 304 
me | T t32 141 2548 | 2 326 47 278 45U 205 4 3 287 
1 130 ‘1491 | 2621 | | 2786 46 311 4835 363 180 2 545 
Market value. — 7 Net claims on foreign countries. 


II. Commercial Banks. (Amounts in million kr.) 


| Distribution of Loans on Types 


Advances , 
‘ : - 2 Advances | Net Claims : ene 
y ves mee | Domestic | Thereof Total Deposits Sh hone Mag Foreign - Scene: o> Roos 
i j e S, - 
4 Bills | Redisc. | Advances Deposits | Countries Mortgages ee, Shares aidan 
I % % % % 
8 601 190 1 163 ° 4 338 4260 —78 95 58,4 13,8 15,3 12,6 
9 686 1271 1 820 _ 98 8 399 301 —201 58,5 20,2 7,0 14,3 
O 681 I 107 2 126 — | 9240 | 8930 —310 — 392 58,8 20,9 6,6 13,7 
1 | 936 1 849 2 O41 i 1017 10 $13 338 —492 57,8 20,9 6,4 14,9 
2 999 1716 2 431 — 9 84 10 358 510 —131 57,8 21,6 6,4 14,2 
3 646 3 345 2 478 — 9932 II 839 1 907 95 61,0 19,7 6,2 Waar 
1Q53\1954| 195Z | 1954 | 1953 | 1954 \TOS3\19S4| TISS | 19S4| T9SZ | 1954 | T9S3| IYS4\ 95S | 1954 \1953| FOS4\T9SS| TOSHA\TGSS | I9S4: TOSS | 1952 
» | 481 | 407| 2.074! 3 664) 2.445) 2.471) —| —| 9906) 9971|10301/12086| 395]2 115|—163} 206] 58,1] 61,2 | 21,3) 19,5 6,3 | 6,1 | 14,3 | 13,2 
) ea aie se aos mee! 2 487| —| —|9773/10133/10855|12180)1 082/2 047/—214; 97 §8,6| 60,5 | 20,6] 19,6| 6,4] 6,0] 14,4 | 13,9 
tm | 371 | 370| 2 278| 3 523| 2 504) 2619) —| —|9 897|10463 10562|12267| 665)1 804) 21 10| 58,2] 60,6 | 21,8] 19,5 | 6,4) 6,0] 13,6 | 13,9 
i 2210 255 |} —| 9934 10461 527}  |— 37 58,3 22,0| 6,4 13,3 | 
> re 2 160 eee —s 9 946 10585 639 — 89 59:9 ne 6,5 1355 
| 494 2 386 2 563 — g 821 10677 856 ae) $955 20,8 6,4 13,3 
oS ae 2 506 mer] 9 790 11076 1 286 — 29) 59,9 20.4 6,5 13,2 
a a 3 et 2 Bs = 9774 11430 1656 32 59,7 20,8 6,4 12,1 
te | 395 3 163 2544 = 9929 11458 (529 31 59,9 20,3 6,3 13,5 
aa 262 = — 9 882! 11788 I 906 59 60,4 20,0) 6,5 13,4 
ee ee ; a 2 pb — 9 900 11817 1917 86 60,8 | 19,6 6,2 13.4 
B. . 646 3 345 2 478 7 9 932 11839 1907 95) 61,0 19,7 6,2 13,1 
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Including Treasury Bills. 


SKANDINAVISKA BANKEN 


Ill. Other Credit Institutions. Stock Exchange. 
Seen seen 


Deposits Bank | ; > |Turnover at the Stock- : 
v Savings Banks se ihe Clearing | nes Yields on Bonds’ |) om Stock Exchange? Share ind 
CB Post Office|. Turnover |" Gheque | / 
Oe Savi at the 4 Govt. | Industrial | ) 
Month | Deposits’ | Advances’ | Bonds* Bank? | Riksbank | DEDTACeE 9 ae gan —a ae Pee 
Million kr. | Million kr. | Million kr. | Million kr. | Million kr. Million kr. | % % 1000 kr. | 1000 kr. | 
1938 68 069 829 618 31 380 24 986 2,32 2,92 243 931 146 
m6 ae 3 481 gil 2 083 88 548 152 383 | 3,04 3,02 429 6 139 
1950 7 437 6 994 379 2143 109 31 167 415 3,16 3,10 35 703 158 
1951 7 802 7 341 820 2 325 149 12 203 COQ) | 3,24) 3,40 64! 787 172 
1952 8 458 7934 865 2 633 172 186 240900 | 3,31 3,62 298 583 152 
I o81 8 562 I 2 846 5 57 256 280 3,30 3572 294 536 146 
953 9 5 915 
= . 1 
1953| 1954\ 1953 | 1954 | 1953 | 1954| 1953) 1954| 1953 | 1954| 1952| 1954 \1953 1954 1953 1954 1953 1954 1953 1954) T953 I9S4)195 
3 | | | eo 
feb Er oe ace beolus O59] Posi peal coal coal aot ea] Clo) oat) eae 
Feb. : : : 2 702) 2 892/11299|11402 5 | 3333! 3,22) 3:79] 3559 4 22 
Mar. | 8918 8 131 870 2714 ; 13167 15146 23 470| 30336| 3,33 3:22| 3.77, 3:58 182) 438| 528) 8o2| 144) 165 21 
April : . 2718 12083 16 334 | 3.32 3,7 208 469 142, 2G 
May E : ; 2 709 15459 28 645) | 3.31 3,7 263 568) 139) 20 
June | 8943 8 275 871 2715 12468) 16 610 | 3532 3,80 181 519 140) 20 
July ; 2742 14271 26 122} | 3,32 3,80 132 391 146 | 20 
Aug. ’ : . 2761 10340 13 836) | 3,30 3,66 307 433 147 | 21 
Sept. | 9 068 8 419 884 2 766 13447! 25 290 | 3,30 3,62 274 581 149 | 20 
Reeth Ola ee ee Oe oe 
Ov : 2 : | 407 | | 3,2 ,02 4 5 5 
Dec. | 9081 8 562 915 2 84 14943 19 920 3,23 3,60 832 | 610 155 22 
* At the end of each year or month. — * Calculated on market prices at middle of months. The yearly figures represent averages of the me 
figures — 3 Averages per Stock Exchange business day. : ee 
IV. Other Statistical Data. 
National Debt * Foreign Trade 'Unemploy-| Whole Sale Price Index 
: J 35 = 100) 3 $ r 
Wear F : me ( 4) He ment in 2 = — ‘idee ca 
xpor : 
Meath Total Ee Imports | Exports | or Import Index * Seba Import Export All Index | of Le 
funded ep ee Unions 3 | Pp P | 
Re ws (—) Surplus} 1935 = 100 Goods Goods Goods 1935=100 Truc 
Million kr. | Million kr. |Million kr.|Million kr.| Million kr % 
1938 2 566 2 443 2 082 1 843 — 239 123 10,9 Lae 120 Ill 106 4 
1949 12055 8714 333 4250 — 83 190 Bea Sl. eR 253 216 166 II 
1950 12 get 8 949 102 5 707 9305 197 Be |) “a 382 314 227 168 12 
1951 12 823 9 037 9 188 Q 207 + 19 206 PS) tae 562 | 299 19 13 
1952 12710 9 631 8 936 8 og! — 845 202 2.3 | 407 449 | 317 she 12 
1953 i 13 852 10 369 8 161 7 645 — 516 202 375 378 298 | 212 
953 aes ca 2e% dah T953| 1954 TRS | 7954 IQ53\TOS4\ 19053 1Q54\1953) IOS4 1953\ O54 1953| 1954 1953\105¢ 19053 
Jan. | 12 293] 13 810 9 626}10360) 697! 699 | 581] 585 |—116|—114| 203/212 4.2 84 | 384) 385 | - 
ae 13 326] 14 055|.9 792|10747| 596 | 637 | 461 | 489 —135/—14 206 | | Ses 334 | 380 334 + | es eel ia 
re mie 13 704 a 10932 a 555 —Ii14 212 3,2 380 | 383 | | 301 213 127,3 
tH — 8 | | ae | 
Mey! aiiz 430 one 678 |3a = e ps 2,3 375 380 | 300 ee 114, 
June | 12 532 10043 681 697 + 16 214 | he ae ) | nots a 16e 
July | 12.88 ‘10041 648 660) ie Sh eee | 
hee fis) feet) foe) (88) tae es) a] at gel da) | die 
Sept. | 13.076 10209 669 707 + 38 211 | | oi ia th = 212 18 
Oct. | 13 576 10251 Z O > abel | 5 | 
oe 13 408 eer ae a os : hi - — th = ae 
e 13 852 . 2 
c 385 10369 778 709 — 69 | 222 377 | 385 296 212 117,5 
es me Lane ot eee fie. or month. — * The yearly figures up to and including 1950 according to the Board of Trade, the other a 
aes ees of Swedish Industries. — 3 The yearly figures Tepresent averages of the monthly figures. — 4 Million kilometres per 
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Statement of Condition February 27th, 1953 


Woo kel Ss 

Cash in hand and with the Riksbank ............ Kr. 96.938.353 
PRMMEME ERCASUSY © MUS Glee es sn oni el hw pe sw 8 >  947.956.623 
RIM MSE UR IMMES lee es 8 gs ci care Reet, ole. cv 0 Pps va tea rie te > 2.496.354.304 
EPMO OSHS ANY OAGINES BANKS 5) 25. be hcl w celts oe 8 v3 > 10.950.774 
US ee ge a Se aa ge ee ee ¥ 155.753.375 
SUMMARIES ES Set ge fal ee Wa en oles el 4) eens > 17.380.982 
UMRAO gare a's sree vce GS bs, eaten 8 > 24.807.174 
Deus Puraiure.-and Pittings ... 2 6.0. <i. 8 es se ees > 30.760.343 

Kr. 3.760.900.826 

LIABILIELIES 

IE LO gee are eae ear Pre ge ee a Kr. 3.161.433-447 
Swevsusbanks and Savings Banks . «6. 3s 5 ees es > 34-953-957 
OS AON rie ae ar er ae ee a > 128.610.694 
PT CMMME gle cea tel el doe ee ee a 8 >»  165.902.728 
COTS a ge a a . . + Kr. 161.760.000 
er vearts «a sw oe 2 4 ee 8 » + + » 108.240.000 »  970.000.000 


Kr. 353.760.900.826 


Branch Network of 
SKANDINAVISKA BANKEN 


@) Goteborg, Stockholm, Malmé (Principal Offices) 
@ Place with 10000 —g90 000 inhabitants 


r) ” Tess than 10000 
In all 210 branches at 164 different’ places. 
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